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Income; (Loss) before’ taxes orcs steae ee eee 
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Income tax reduction — re loss carry-forward...... 


Net: income’ (Moss )aiter taxes eet eres 


Barnimpst( oss) pers nate esmerere eee ace eee 
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Dividends per share on common stock.................... 
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Payrolls and various social security plans................ 
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Additions to property, plant and equipment........ 


Depreciation te 


Net working capital....... 


Number of shareholders 


1963 


1962 


$ (611,000) 


(611,000) 
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560,000 
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8,211,000 
3,466,000 
623 
212,000 
357,000 
7,845,000 
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ANNUAL REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


Net income for 1963 was $1,286,000 equal to $1.84 per common share, as 
compared with a net loss of $611,000 or 87¢ per common share in 1962. The income 
for 1963 reflects the effect of a reduction in taxation on income otherwise payable 
in the amount of $568,000 resulting from the carry-forward of losses experienced 
in prior years. 

Total shipments in 1963 were substantially higher than in the previous year. 
While interruptions in production schedules were encountered towards the end 
of the year, due to delays in the receipt of required materials, they were not as 
serious as the lengthy delays suffered in 1962. 


The order for seventy diesel-electric locomotives for Argentina was completed 
during the year. Forty-three of the eighty units ordered by the National Railways 
of Mexico were delivered and the remainder will be completed in the early part of 
1964. The domestic locomotive market was very quiet with only two units being 
delivered by your Company to the Canadian railways. 


Spare parts accompanying the locomotives delivered to Argentina together 
with an increase in the volume of parts and rebuild services for the Canadian 
railways resulted in a total volume of parts higher than in any year since the 
Company entered into the manufacture of diesel-electric locomotives. 


The manufacture of diesel engines for locomotive, stationary and marine 
purposes was started in 1963 as planned. Commencing with the locomotive order 
for Mexico, MLW manufactured engines are being installed in all locomotive 
models currently produced by the Company. These engines were formerly pur- 
chased from another Canadian company. 


Shipments in 1963 of other products consisting of heat transfer equipment, 
pulp and paper machinery, pumps, steel mill equipment and other fabricated steel 
products were, in the aggregate, relatively unchanged from the previous year. 
Severe competition continued to be prevalent in all of these lines with the result 


that profit margins were lower. 


As part of its program of diversification, on October 7, 1963 your Company 
purchased the outstanding shares of W. K. Davidson and Company Limited. 


Subsequently, on December 9th, 1963, the latter company purchased the name 
and the operating assets of Adanac Supplies Limited. The W. K. Davidson and 
Company Limited and its Adanac Supplies Division will continue to represent 
various manufacturing companies and to sell their products to the railways, loco- 
motive and freight-car builders and general industry. The consolidated net profit 
figures include profits from the W. K. Davidson and Company Limited for three 
months and from the Adanac Supplies Division for one month. 


FINANCIAL REVIEW 


Operations for the year include expenditures amounting to $368,000 for 
development costs and jigs and fixtures required for the manufacture of diesel 
engines and pumps. 


The charge to operations for depreciation was $370,000 as against $357,000 
for the preceding year. 


Expenditures for additions to plant and equipment were higher at $484,000 
as compared with $212,000 in 1962. 


Regular quarterly dividends of 15c per share were declared. 


Working capital of $8,435,000 at the year end compares with $7,845,000 at 
December 31, 1962, an increase of $590,000. 


OUTLOOK 


The backlog of unfilled orders at the year end amounted to approximately 
$18,000,000 as compared with approximately $33,000,000 at the same time last year. 


The backlog includes the balance of thirty-seven diesel-electric locomotives 
for the National Railways of Mexico, and thirty-seven units for the Government 
of India. Since the year end, an order for five units has been received from the 
Pacific Great Eastern Railway. All of these orders for diesel-electric locomotives 
are scheduled for completion in 1964. 


The order received from the Government of India was made possible through 
the facilities furnished by the Government of Canada under which long-term 
credit terms were arranged. The Company is again grateful for the assistance 
rendered to it by the representatives of the various Government Departments at 
home and abroad. 


The Company is actively seeking to obtain additional orders for diesel- 


Pulp wood grinders 
are manufactured by 
MLW under an exclusive 
agreement with J. M. 
Voith, G.m.b.H., Heiden- 
heim, West Germany 
covering the manufacture, 
sale and servicing of pulp 
and paper making ma- 
chinery in Canada. 


Eight steam generators are being manufactured by MLW for Atomic Energy of 
Canada Limited. Each unit consists of ten heat exchangers and a steam drum. The 
photograph was taken at the Douglas Point Nuclear Power Station during installation 


recently. 


or 


electric locomotives in foreign markets and is reviewing with the Canadian Govern- 
ment the possibility of long-term financing. 


The spare parts included in the locomotive order for the Government of 
India, together with the anticipated continued demand from the Canadian rail- 
ways is expected to maintain sales of parts and rebuild services at about the high 
level attained in 1963. 


Current forecasts based on anticipated capital goods requirements in 1964 
indicate that the volume of other product lines will be higher than in 1963. 


Your Company continues to maintain its interest in the rapid transit car 
field, although recent competition has reduced prices to levels which your com- 
pany considers to be unattractive. 


CHANGES IN DIRECTORS AND OFFICERS 


During the year Mr. William F. Lewis requested to be relieved of his duties 
as Chairman of the Board and on April 26, 1963 Mr. William G. Miller was elected 
to that ofhice. Mr. Lewis continues as a Director of the Company. 


EMPLOYEE RELATIONS 


A new labor agreement to run for three years up to October 26th, 1965 was 
negotiated with the hourly-rated shop employees. It provides for a general wage 
increase of 6c per hour effective October 26th, 1962, and 6c per hour on each of 
the effective dates October 26th, 1963 and October 26th, 1964, as well as improved 
pension benefits and vacations for all hourly-rated employees. Salaried employees 
received corresponding increases. To the hourly rates for production workers, 
which were in effect prior to the wage increases referred to above, a 12144% in- 
crease was added effective from April 25th, 1963 to replace the incentive com- 
pensation in effect to that date. 


CONCLUSION 


The Company’s Consolidated Balance Sheet as at December 31, 1963, and 
related statements of Consolidated Profit and Loss and Consolidated Earned 
Surplus for the year 1963, together with Auditors’ Report to the Shareholders, 


appear on the following pages. Comparative figures for the previous year also are 
included. 


The Board of Directors gratefully acknowledges the continued co-operation 
and sustained efforts of its officers and employees and the confidence and support 


of customers and shareholders. 


Respectfully submitted on behalf of the Board. 


Wiititiam G. MILueEr, 
Chairman of the Board 


Henry VALLE, 
President 
March 18, 1964 
Montreal, Canada. 


Shown immediately prior 


MLW sold 37 diesel-electric locomotives to the Government of India. 
to the signing of the long-term financing agreement are, seated left to right, His Excellency C. S. Jha, 
High Commissioner for India; Hon. Mitchell Sharp, Minister of Trade and Commerce; and K. D. Landell, 
Commercial Vice-President, MLW. Standing in the background are representatives of the Government 


of India, Export Credits Insurance Corporation, and MLW. 


MLW completed the 
manufacture of 7O diesel- 
electric locomotives for the 
Argentine State Railways. 
One of these units, covered 
with a plastic coating for 
protection, is shown being 
lowered on board ship at 


Th 


The first of 80 locomotives for the National Railways of Mexico are pictured 
during a brief ceremony prior to shipment by rail. In the cab are: Senor Ernesto 
Garcia Moreno, Consul General for Mexico; Deputy Minister of Trade and Commerce, 
James A. Roberts; and Mr. Henry Valle, President, MLW. 


MONTREAL LOCOMOTIVE WORKS, LIMITED 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
For the year ended December 31, 1963 with 


1962 figures for comparison 


Income (Loss) from operations.......... 


Income from investments.............. 


RrovisionMorincome taxes arnt nee 
Net Income (Loss) ....:....0.:. 
Income tax reduction arising from loss carry-forward 


Net Income (Loss) after income tax reduction... 


Note: Included in the charges against income from operations are: 


Depreciation......... Se ee ees neo 
Remuneration of executive officers... 
Directors’ fees............. 


Legal fees and expenses....... 


1963 1962 
$1,550,071  $ (664,633) 
22,813 53,863 
$1,572,884 § (610,770) 
855,089 as 
§ 717,795  $ (610,770) 
568,000 2 
$1,285,795 $ (610,770) 
§ 370,190 § 356,751 
112,188 79,800 
12,200 12,867 
46,538 14,476 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 
For the year ended December 31, 1963 with 


1962 figures for comparison 


Earned Surplus at January 1.............. 


Add: Net Income (Loss) for the year es en en 


Deduct: Dividends on common stock........... 


($.60 per share 1963; $.80 per share 1962) 


Write-off of goodwill and trade names acquired 


Cahora t steal Bel (ie Reem anaes 


Earned Surplus at December 31... 


1963 1962 
$8,210,785 $9,381,555 
1,285,795 (610,770) 
$9,496,580 $8,770,785 
420,000 560,000 
218,040 os 
$8,858,540 $8,210,785 


MON DRE AES OO. GOMOD Bee WeORiars 
CONSOLIDATED BALANCE SHEE 
1962 FIGURES 


ASSETS 
December 31 December 31 
1963 1962 
Current ASSETS: 
TS ieee eee ee re ne a Bc op Meno RO Re aM cn 2 hab oneciritndadthdioe $ 1,341,643 $ 413,427 
erm Deposits ose cncadeseutest aces aca ae cae ae 432,240 1,500,000 
Accounts and notes receivable, less allowance for doubtful 
Eeconnts Note Le 4,357,206 3,280,828 
Inventories, at lower of cost or market, less reserve............ 8,228,255 6,519,278 
sLotaleCurrenteAssetsm sce nea een eee $14,359,344 $11,713,533 
Frxep Assets, on basis of cost: 
Tari dee eA aes Aetna a ne ne ee $ 32,989 
Buildings, machinery and equipment......... 10,421,393 10,454,392 OCB) 252 
Less: Accumulated depreciation .....:..cs0esee00 em Riviera 6,743,910 
$ 3,342,615 $ 3,211,342 
PREPAID EXPENSES AND DEFERRED CHARGES ...scccscccceeeseereeeeees 579,346 617,128 


$18,281,305 $15,542,003 


Notes: (1) Accounts and notes receivable at December 31, 1963 include $430,972 not maturing 
within one year. Accounts payable at December 31, 1963 include $74,946 not payable 
within one year. 


(2) On filing income tax returns for 1962 and prior years, the Company claimed for Federal 
tax purposes amounts for depreciation and past service pension costs in excess of the amounts 
charged to operations. This resulted in a provision for income tax in excess of the taxes 
otherwise payable and these excess provisions included in “Deferred Taxes on Income”, 
are applicable to those future periods in which the amounts claimed for depreciation and 
past service costs may be less than the amounts charged to operations. 
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Pie men DS UBS LD TA RY 


» AT DECEMBER 31, 
wee OOVEPSA ROL S:ON 


LOO SeeW Lo 


LIABILITIES AND SHAREHOLDERS’ OWNERSHIP 
December 31 


CO MIP ANTES 


December 31 


1963 1962 
CurRENT LIABILITIES: 
IDs: Da Va De ammemia et sect cs cen tact anc anaemia eee tire § 105,000 $ 105,000 
PCeOUiMtsdpavabDics (LV OtE! | aemtge ea, ree eam oreeere 4.477133 1,963,692 
Acenlea payroll vand Other €xXpenses....4..n.caesnaen eke 780,308 496,586 
ING VAN GESELECEIVCGLONECONULAGTS Saree nen ee eee nn eet 308,486 1,303,040 
[EGNNTMALASG! SOVEONTANS BEBMES os cooccuocccnoncodebson sdnnpooenannnocecnonsdnbannsaesone: 253,638 — 


$ 5,924,565 


$ 3,868,318 


IDEPERRED LAxeS On INCOME (Note 2) cicsacce cusses $ 498,200 $ 462,900 
SHAREHOLDERS’ OWNERSHIP: 
Common stock, without nominal or par value 2,000,000 
shares authorized (1962 — 700,000 shares) 
FOO MNGrsharesissued anc fully paide ce wsjan cee cee 3,000,000 3,000,000 
EPARNEDEO URES omerreines reer rite ae eee ee Ea 8,858,540 8,210,785 
$11,858,540 $11,210,785 
$18,281,305 $15,542,003 


Signed on behalf of the Board: 


Wirtiam G. Miter, Director 


Henry VAa.te, Director 
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